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As a result of a rapid inflow of gold and
of disbursements by the Treasury from its
deposits with the Federal




g banks have increased sharply
in recent weeks. On April
26 excess reserves of member banks amounted
to $4,120,000,000, the largest ever reported.
Gold imports to the United States in-
creased following the German occupation of
Czecho-Slovakia, and from March 15 to April
26 amounted to $700,000,000. The rate of
gold inflow was as large as that during the
Czecho-Slovak crisis of six months ago. As
shown in the chart, however, exchange rates
of leading currencies have remained stable
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in recent months in marked contrast to the
situation in 1938 when the pound and the
French franc declined sharply against the
dollar.
Gold imports and Treasury disbursements,
together with an increase in bank loans and
investments, have also resulted in a growth
of deposits at banks in leading cities to a
new high record. A large part of the in-
crease in deposits and reserves in recent
months has been at banks in New York City,
where funds arising from gold and capital
movements are initially lodged. At the end
of March there were substantial withdrawals
of deposits from Chicago banks, but most of
this loss was regained in April. At banks in
99 other leading cities, deposits in April were
close to the high level reached at the end of
January. Banks in these cities have likewise
shown increases in their reserve balances and
in their balances carried with correspondent
banks. Changes in the principal items of
the condition statement of reporting member
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banks in New York, Chicago, and 99 other
leading cities from February 8 to April 19,
1939, are shown in the table.
Following a moderate decline at the turn
of the year, total loans and investments at
reporting member banks in
Member bank 101 leading cities have in-
investmems creased since early February.
As shown by the table, New
York City banks have recently added sub-
stantial amounts to their holdings of United
States Government securities. Their hold-
ings of Treasury bonds and of Government
guaranteed securities increased considerably
during the period while holdings of Treasury
notes declined. These changes reflected in
part the conversion of notes into bonds by
the Treasury during the refinancing period
in March.
At Chicago banks, holdings of Govern-
ment direct obligations declined as a result
of purchases of Treasury bills by bank cus-
tomers prior to April 1, when a personal
property tax is levied on bank deposits.
These banks had previously built up their
bill holdings in order to have a supply for
this purpose. At banks in 99 leading cities
outside New York City and Chicago, holdings
of Treasury notes declined, while holdings of
Treasury bonds and Government guaranteed
securities showed a corresponding increase,
with little net change in total holdings. In
New York City and in leading cities outside
New York, total holdings of United States
Government securities are now at about the
levels of the first quarter of 1937, before the
substantial declines of that year.
Total loans at banks in leading cities have
shown little change in recent months. Loans
to brokers and dealers in securities have de-
clined, accompanying the fall in stock prices
during March and April, and there has also
been a decrease in loans to banks. Since the
first week in February, commercial loans at
reporting banks have shown an increase of
$110,000,000, about three-fourths of which
was at banks in leading cities outside New
York.
Preliminary call report figures for March
29 indicate that at so-called country banks,
comprising principally banks outside leading
cities, there was little change in total loans
and investments during the first quarter of
1939. Loans showed a small increase, while
investments in corporate securities declined
somewhat. Holdings of Government obliga-
tions showed little change.
Foreign developments, which resulted in
the recent rapid movement of funds to this
country, have also had th$ effect
Increase in of increasing the foreign de-
^r°cu
eiat^n
 mand for United States cur-
rency. According to reports
from large New York City banks, net ship-
ments of United States currency to Europe
during March amounted to $22,000,000, the
largest for any month since records were
begun in 1923, and preliminary reports indi-
cate that in the first four weeks of April ship-
ments were close to $40,000,000. The previous
record was in September 1938 when net ship-
ments of United States currency totaled
$14,000,000. A third of the shipments in
March went to the Netherlands, although
Switzerland, Belgium, France, and England
were also large takers. It is likely that addi-
tional currency was placed in safe deposit
boxes of domestic banks for the account of
foreigners, as has been reported at the time
of previous crises.
As a result of this foreign demand for
United States currency added to the seasonal
domestic demand, money in circulation in-
creased in March by $90,000,000, compared
with an increase of $20,000,000 in the same
month last year. During the first four
weeks of April there was a further increase
of $80,000,000 to $6,900,000,000, over $500,-
000,000 more than on the corresponding date
a year ago. In the New York district alone
the increase in currency was $60,000,000
Federal Reserve Bulletin: May 1939MAY FEDERAL RESERVE BULLETIN 355
during March of this year, as compared with
an increase of $10,000,000 in March 1938.
Of the total increase of $90,000,000 of
money in circulation during March, a little
more than half, or $50,000,000, was in cur-
rency of denominations of $50 and over.
Practically all shipments of currency to
Europe during the month were in these
large-denomination bills. Changes in the
amount of currency of large and small de-
nominations in circulation at the end of each
month since October 1930 are shown on the
chart.
MONEY IN CIRCULATION




















1931 1932 1933 1934 1935 1936 1937 1939 1939
End of month figures; latest figures for March 31, 1939.
As a result of this recent increase, arising
largely from foreign demand, the amount of
United States money reported as in circula-
tion, i.e., money outside the Treasury and the
Federal Reserve banks, has risen to a level
that has been exceeded only for a few days
on two previous occasions. The principal
factors accounting for the large growth in
the demand for currency over the past decade
were discussed in the December BULLETIN.
They are briefly (1) increased holdings of
savings in the form of currency, as reflected
in the increase in large-denomination notes;
(2) increased use of currency for consumer
expenditures, due in part to some shift from
checks to cash as a means of current pay-
ments, in part to relief payments going to
persons not using checking accounts, and in
part to the growth of sales taxes, which ap-
pear to have increased the use of coins; (3)
growth in vault cash holdings of banks as
a part of their redundant cash; and (4) from
time to time substantial shipments of United
States currency to foreign countries during
periods of unsettlement.
The decline in prices of stocks and lower-
grade corporate bonds, which began with the
development Of new Euro-
Security markets pean difficulties in March,
continued during the early
part of April, while prices of the highest-
grade bonds were relatively firm around the
high levels reached in the early part of March.
Yields on high-grade corporate bonds, as
shown by Moody's average for Aaa bonds,
have remained near 3 per cent, and the aver-
age yield on long-time United States Govern-
ment bonds declined to 2.25 per cent, a new
low level.
Near the end of the first week of April
prices of industrial stocks reached the low-
est level since June of last year and those of
public utility and railroad stocks were about
as low as during the latter part of Sep-
tember. For lower-grade corporate bonds,
price declines during the latter part of
March and the early part of April offset the
recovery in prices that had occurred since the
beginning of the year. The decline was most
marked for railroad issues which had pre-
viously shown the greatest improvement.
Yields on these issues as shown by Moody's
average for Baa railroad bonds increased
from 5.70 per cent on March 11 to 6.60 per
cent in the early part of April. Prices of
corporate securities, except high-grade bonds,
were irregular during the latter part of April.
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The volume of corporate security issues
increased in April, following a period of
three months when total issues, new and re-
funding, averaged about $90,000,000 a month.
Death of President of Federal Reserve Bank of Dallas
B. A. McKinney, President of the Federal
Reserve Bank of Dallas, died on April 2,1939.
Mr. McKinney was one of the original Class
A directors of the Federal Reserve Bank of
Dallas serving from October 1914 to Decem-
ber 1922, at which time he was elected Gov-
ernor of the bank. He served in this capacity
until May 1925 when he resigned to reenter
the commercial banking business. He was
again elected Governor of the Dallas bank in
October 1931 and continued in that position
until his election as President of the bank
for a term of five years beginning March 1,
1936. He was a member of the Federal Ad-
visory Council from January 1926 to October
1931.
Appointment of President of Federal Reserve Bank
of Dallas
On April 13, 1939, the Board of Governors
approved the appointment by the board of
directors of the Federal Reserve Bank of
Dallas of R. R. Gilbert as President of that
bank for the unexpired portion of the five-
year term ending February 28, 1941, to suc-
ceed B. A. McKinney. Mr. Gilbert served as
First Vice President of the bank from March
1, 1936, until the date of his appointment
as President.
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